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Good morning. I thank everybody for coming. This hearing has three purposes: (1) Expose
the significant and growing problem of unauthorized and bogus health plans and their damaging
effects; (2) Educate people, including employers, about unauthorized and bogus health plans — what
they look like; (3) Empower people with information — how not to fall prey to one and if you’ve
already been scammed, what to do next. There is much to be done at the state level, at the federal
level, and by the insurance industry among others. Good faith efforts have been made, and I
commend the efforts made by DOL, NAIC and the states. But, at the same time, we can and must
do much more to protect everyday people from becoming victims. In other words, we need to stop
bogus health insurance scams. The problem is growing. The GAO reports that from 2000 through
2002, more that 200,000 policyholders were taken by bogus health insurance scams.

An unauthorized health insurance and a bogus health insurance plan are entities that sell health
insurance to individuals, unions, associations and others with the intent not to pay claims. This is
not a new phenomenon but a continuously growing one. Here’s what I’m talking about.  This is
a pamphlet that was distributed by one of these phony health insurance plans. It’s shiny and glossy
and paints a pretty picture. In addition, my staff recently received this piece of literature advertising
health insurance at an extremely low cost. This plan is even advertising that it will accept people
with all pre-existing conditions. This came across a committee fax machine last week. To the
average person these look like fabulous opportunities to get lots of health coverage and other benefits
at low prices. Unfortunately, these items are from phony insurance companies.

The proliferation of the Internet, the increasing number of the uninsured and the ever-
increasing costs of healthcare make the perfect breeding ground for these scams to be born and grow.
This hearing is a wake-up call to America, and a reminder that there are unscrupulous individuals
who intentionally inflict emotional and financial harm upon businesses and individuals. We must
focus on awareness, education and aggressive oversight to prevent bogus plans from taking people’s
hard-earned money. Today, 43 million Americans are desperate for affordable health insurance
coverage. In addition, the number of people covered by government health insurance programs is
on the rise. With more and more people being taken by these bogus health plans, the system is
being pressured. More and more people will become uninsured and end up on federal assistance
programs.



Let us not forget that there are also tax and other health policy implications. The predators
are defrauding the IRS, the victims are taking deductions and when all is said and done, some
victims may very well join the ranks of Medicaid. We also need to target the scam artists, who do
a disservice to all the good insurance companies out there.

On a personal note, I want to point out that no insurance company is safe from bogus health
plans. Employers Mutual LLC, a scoundrel that scammed thousands of people, took its name from
a reputable lowa insurer, Employers Mutual Casualty Company, that has been in business for more
than 90 years. The real Employers Mutual has received more than 75 complaints from people
confusing it with Employers Mutual the scam. By using the name of a reputable company, bogus
plans aim to confuse consumers, take their money and run.

Any person taken by a bogus plan is one victim too many. It is easy to forget that there are
human lives and untold stories behind the statistics. That is why we will hear this morning from a
panel of everyday Americans, dealing with the horrible consequences of bogus health plans. They
will tell us very troubling and all too common stories. Each has come before this Committee to
remind us that no one is safe from the wrath an unauthorized health plan can leave behind.

Atmy request, along with the requests of Senators Bond and Snowe, the General Accounting
Office has issued a “fact” report assessing the effects of unauthorized health plans. [ welcome Ms.
Kathryn Allen who will testify about the latest GAO report. The GAO report is a fact report. It is
the first step at looking at this complex problem. Also, GAQO’s Office of Special Investigations will
discuss its investigation of Employers Mutual LLC’s operations. DOL Assistant Secretary Ann
Combs is with us, too. DOL’s responsibility of enforcing the federal requirements for insurance and
group health plans found in ERISA and implementing initiatives to combat this growing problem
is of paramount importance. We welcome testimony from the National Association of Insurance
Commissioners. Also, the Texas Department of Insurance will discuss efforts to educate consumers
and aggressively pursue bogus plans. Finally, we will hear testimony from Mila Kofman about her
work in this very important area.

Now, I would like to say what this hearing is not about. This hearing is not about
“association health plans,” as some have asked me and members of my staff. Legislation creating
these types of plans is not before this committee, and we have no jurisdiction over their
implementation. Instead, this hearing is about predators — predators who are feeding on everyday
citizens across the nation. I want to close by saying that it is extremely important and valuable to
maintain a dialogue among the insurance industry, regulatory agencies, Congress and consumers
about the problems that persist. I hope this hearing will help continue and expand that dialogue and
provide a road map for what still needs to be done. We need to “stop the bleeding” now.
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That brings us to the end of our hearing today. First of all, I thank all of the witnesses for
taking the time out of your busy schedules to come and help us do this important work here today.



We owe a special word of thanks to Ms. Almond and Ms. Piantadosi, who were willing to share the
tragedy they are still living. Once again I think it is important, first and foremost, to make sure that
there is a continued and sustained federal and state effort to follow through and address the problems
we have heard about today. It is time to stop being reactive. We must be more proactive at shutting
down these bogus plans before more citizens are financially and emotionally harmed.

Coming out of this hearing, I see that we have the federal government, the states and the
NAIC working together cooperatively and in good faith to attack this behemoth. At the same time,
I see that: (1) not everyone who should be active is; (2) those working together do not share the
same overall authority; and (3) there is no consistent, national comprehensive strategy for a systemic
nationwide problem. So here is what [ propose: At the conclusion ofthis hearing, I intend to contact
the American Medical Association and the American Hospital Association, which are also on the
front lines of the damages that bogus health insurance scams can cause. They, too, with the small
business community, including the National Federation of Independent Business and Women
Impacting Public Policy, can get the word out and help identify a problem early and equip their
membership with the tools to avoid the problem or the payer avenues to take if they’ve been
victimized.

I am also going to formally request that the GAO evaluate the effectiveness of current
coordination efforts among and between the states, NAIC and the federal government. Also, I am
going to ask that the GAO assess the effectiveness of DOL oversight of employer-sponsored health
benefits in general, or problematic/scam plans in particular, including the consistency and
effectiveness of efforts across DOL regions. Inaddition and perhaps most importantly because there
is “no silver bullet” to this problem, I am directing my staff to work with DOL and other relevant
committee staff to see if we can tighten up ERISA and to examine the civil, criminal and
administrative remedies available to the DOL to see if some improvements can be made to address
this problem once and for all.

Early detection, aggressive oversight and effective communication are the keys to success
in addressing bogus health insurance scams. Getting valuable information to the citizens across this
nation, along with continued communication between state and federal governments, can only lead
to the downfall of more and more of these scam artists, and that is my goal.



